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Operator Good mormng, everyone and welcome to the Enron's fourth quarter earmngs release ~ ¥
* 1 .o
conference call Thts callis bemg recorded At this time, | would fike to turn the call over to

President and Chtef Operating Ofﬁcer, Nlr. Jeff Skilling. Please go _ahead._ s_ir.‘h P . _ .

“

- Jeff Skllllng Thank you very much, and good morn:ng. everyone Thts is Jeff Sktlhng, PreSIdent

and Chief Operating Officer of Enron Corporatlon With me here today in Houston | have Mark _

Ir

Koenig, who is Executive \ﬁoe President of lnvestor Relatlons Paula Relker who |s the' Managlng

Director of lnvestor Relatlons Rlck Causey, who is an Executlve vP and Chref Accounting *

i
Officer, and Steve Kean who is the Executrve VP and Chlef ‘of Staff

. " . -
- i . e :
P v

But thank you very much for joining us on the‘call and We'b broadcast this moming. Earlief today"‘ )

we reported our fourth quarter and full- year 2000 results We hOpe ybu've had a chance to see B
- K the release In summary. we had a tremendous year m the year 2000. Strong results reflect what .

. . i -
- we beheve is breakout performance in aII of our operatlons The. results also further demonstrate .

L
we 1 -

our leading market posrtlons in each of our major bustnesses ’ : T e

p]

.o . . .
L L

. Our wholesale business led our strong f nangial results achlevmg récord Ievels of profitabrllty
and physn:al energy deliveries. 2000 was our ﬁrst fult year of reapmg the beneﬁts of Enron

Online, which has not only extended our market reach, but has also enabled us to srgnlﬁcantly

: _‘,.

scale and grow our business. Our retail enengy sennces group also had an outstandlng year. The

‘ .

busuness showed increasing prot' tablllty in each quarter durlng the year 2000 and almost
. o t LT Crim No. H 04-0025 B
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‘ doubled its new’ outsourcing contracts. } -
. x ' .
.

Enrcn Broadband Servrces substantially completed its ﬂenble scaleahle broadband network The . : S e
’E . . P -

business also gained tractron in both its - in both of its major busrnesses bandwudth intermediation” -~

and content services.  © - 1 i IR -

;f_!._ . - . - . x
P .
. ' - .

F "

-
2000 was also another excellent year for our shareholders. Enfon sharehotde'rs'had a totat'retum of :
89 percent for the year, and this strong tetum is on top of Enron's 1999 réturn of 58 perceht. andour
1998 retumn of 40 percent.

*

.‘ -“'t" o

B

¥

During today's call, [ will summanze the ﬁnancral hrghllghts for both the full year 2000, and the fourth
{

e e g b

quarter and then vie'l take your questrons Let's start with the first - or with the fuII year

PO . - . e
M ",.' . - . N i .
. L . - B LA

- L -

i+

For the full year 2000 we reported total revenues of 51 01 brlllon*So we broke the $100 btl[lDl‘l mark.

. - %
A 25-peroent mcrease in eamlngs per share to $1 47 and that's compared to $1.18a year ago A
e

¥ e . -

J2-percent i mcrease inneti mcome to $1 3 brllron up from $957 mrlllon |n 1999 A 59 peroent lncrease

>

in wholesale marketed volumes to 52 tnlllon BIU equlvatents per. day and an almost doubtsng of new

energy services contracts 10.$16.1 brtllon for the year . " I o ; Y
o= ‘-,: ; -

. ®

Fourth quarter numbers we reported excellent recurr'mg results, inctud'rng revenues at 41 pillion. A ° _

32 percent increasein earnlngs to 41 cents per drluted share. oompared to 31 cents a year ago A 34

peroent increasein net rnoome to $347 mllhon Versus $259 m|llio!n a year ago AS0 percent mcrease :

in wholesale marketed votumes to 65 trillion BTU s, and a 73 peroent increase in new, retarl energy “

services contracts to$45billron Lot S j ‘ L o "
z - T - * o
M R L - PU
I'm going to walk through each ofourdrﬂ'erent busrness areas, and give you more detall on : S
1 * -

.perforrnance starting with our whotesate sennoes Our whotesate busmess i$ our targest

?

' operatlon tt contmues to grow af.a very, very strong rate Eammgs in thls busmess have grown

A
&

~atad8 percent average annual rate for the past ﬁve years and rnctudlng a 72 peroent increase in year

2000: R R st
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During 2000, Enron further widened its strong leading market position in the wholesale energy
¥ .

-

markets in North America and Europe. We built a tremendous market franchise that has signiﬁcam
sustainable competitive advaniage. A very distinct advantag? forusis E!rfron Online, ‘\?vl-nhich has
enabled several ktlay benefits. First, Enron Onling has provided a ‘I‘mgq, new market 1reach forus.In
the fourth quarter we had over 3,000 online customers.ﬁEquajlly important, the intemal fleatures of
Enron Cnline have Ian._nﬁqhgd usintoa ﬁew level of efﬁciency,rsca'!e. informati.on and liquidity. We - -

executed 548,000 transactions online during the year 2060, totaling $336 billion of gross
. p ‘

transaction value.

+

b il APl e o N

u
-

For the quarter, our wholesale earnings were strong in every region, Qv&'ridwide. We buiit a
broad-based business that is operatirig in muttiple, fast-growiﬁg fnarket-é m both North America arll‘d
Europe. In this past quarter, the wholesale business reponej total income before interest,
minority interest and taxes, or IBIT, of $777 miIIioﬁ, c0m|;a|;ed "to $263 ;nillion last year. We report
our wholesale business in two catégories - commodiii.es.' salesl-and services, where we market
energy commodities and _'services and man'r?\ge the associated? contrac_t portfolios, and the -

. . . . i
secondary is assets and investments, where we invest in, develop, construct, and operate energy
: H

_ and other assets, worldwide. - oo
IBIT for the commodities, sales and services component of the wholesale business, was $538
i -

million for the fourth quarter, led by an almost doubling of wor;!dwide energy deliveries. Total

: i
physical volumes delivered for the quarter grew to 65 BCF per day, versus 34 BCF equivalerits

4

4

per day a yearago.  * : : . }

L

Let me go through each of the:commodities in that commoditie:s. sales and services area, to give

you a sense for how each of 'the-commodities did. Our natural Qas business made a very +
éigniﬁcant contribution to fourth quarter's results. We are experienéirng both gr'owing.overall

- market demand, and increasing market sharle, a\.nd a§ain. our E;rowth is very broad-based. Total

physical natural gas volumes double& fn the fourth quarter, to a :ecord 34.2 BCF per day, from

[

16.9 BCF a day in 1999. T s

|
R
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In North America, fourth quarter volumes grew 92 percent to 29 3 BCF a day These results

B

4
included U.S. gas volumes at 22.3 BCF a day, with growth i ll'l every region of the Umted States. The

largest volume increases were in the Eastem U.S. - excuse me - followed by strong increases in
the Central U.S. and Canada. ' ¥
L |

. _ o N
(Gas volumes in Europe increased three-fold, to 4.9 BCF a day in_-the fourth'quarler. On the continent,

where the gas directive was |mp|ernented in August we ve seen the number of customers

1]

accelerate very qulckly Excuse me. I've got a !ot of matenal to go through here. We're

i .
expanding our presence at new gas marketlng hubs every few weeks extendlng our markets well

i
beyond our iniial markets of the Netherlands Belglum and Germany

L ; ’ .

. . . ¢
+
Let me turn now to the power business. Total physloal power volumes mcreased 1 24 percent

PN

a

&

during the quarter. to 212:2 million mega-watt hours,- from 94.8 million mega—watt hours a year _

ago. In North America, power volumes in'cr‘eased 1 14 percent n the fourth quarter, to 188.8- _

-

million mega—watt hours Our North Amencan power busrness is also very broad-based During

~n

the fourth quarter U S volumes were split approxlmately 40 pgcent in the- Westem u.s,, and 60

percent in the East. Excuse me. Let mé just take a Ilttle sip of Coke, here.

%,

N T .- V L < ( . e .
We've recently signed agreements.to sell some of our assets related to our North American
{ PR
commodity busnness These assets rnclude Houston Pipeline: and f ive of our Peaker power

plants. These sales are expected to close in the year 2001 and no t”nancral lmpact of

= l-

these sales is included in today's results. With the greater-llqmdrtv in the rnarketplace..a_nd

“the success of Enron Online‘we no Ionger'need to own these physical assets to ensure '

S

: rrellable dellvery to our customers Enron can unlquely repllcate these physucal assets i

through our very broad contractlng and market-makmg actlvmes . E )
, L. . ; . . .

3 - . .
. 2o . » ew
” ™ 3

Let me talk for just a second about Europe Our power volumes outside of North Amenca

L v

mcreased over 250 percent from a year ago to 223:1'm sorry, 1o 23.4 mrlllon mega watt
‘ e
hours. Just as in gas, Enron is estabhshlng power marketlng hubs aoross Europe, and the

i - #

* greater liquidity is allowlng usto extertd our busmess {o originating longer-term products for

these customers. Excuse me. Now I'm going to-suck on candy for a minute.
.o ST e Py S
. M - " ". C o v g ]
L - S
AN - ~ - .
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In terms of new businesses, in addition, we continue to build new businesses within our *
wholesale'business such as metals, and pulp and paper, where we can use Enron Online

. Cy .
to rapidly penetrate markets and build market share. The value of these businesses

£

contributes to ou_r'signi_ﬁcant wholesale earnings growth. f o

F

(no conversation) Sk

' .
LI

| PP A ST S,

So that's a summary ofthe commodltres sales and services srde I really apologrze lam .

-lam gagging. Istood outside in the raln |n Washmgton DC watchmg the mauguratlon and

I'm paymgforrt N o o n

o
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Let me move to assets and mvestments on' the who[esale srde IBIT attnbutable to our ;

assets and investments busmess for the fourth quarter was $309 mllhon versus last

year's ievel of $149 million. This busnness mctudes our stand alone energy assets, and

our merchant energy mvestments The mcrease in IBIT from the pnor year is primarily due to

the mcreased value of our merchant mvestments and monetrzatlon of certaln European

energy operatlons o :

[

Iy = -

In summary. Iet me relterate that we oontlnue to see phenomenal opportunrtles in the wholesale

»—, e - N

business all across Sthe woﬂd inall eommodrty segments . {
(no conversation) e |
;T_* St s
Operator: Ladies and gentlemen, please stand by
Y T & :

Jeff Skrlhng Excuse me. We've been- on mute for just a mlnute Let me come back and finish up .

it

quarter was $309 mllllon versus tast year's level of $149 mlillon This busmess mcludes our .

=

ln assets and mvestments the IBIT attnbutabte to our assets and mvestments busrness for the fourth

¥

?

o
=

.-

Ty

At

i- .

P

our assets and mvestments category for the comrnodrty sales group

w0

T

-

. "*'

e

i

‘1

T

»
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e
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stand-alone energy assets, and our merchant energy investr?ents. The increase iniBIT from the *
. LR - # - - e L ’
prior year is primarily due to the increased value of our merchant invesiments and monetization of

*

certain European energy operations.

e T
-

But in summary, and I'm sorry for that dead air, there. | was coughlng. and we put the thrng on

£l

mute. | apologlze We were standlng in the rain at the mauguratlon in Washlngton and Im o
reaping the unfortunate benefits of that. But the wholesale busmess has just done great. We had

ajusta fantastlc quarter a fantastlc year and we're Iookmg forward to a great 2001

w T

. . R . L]
. _ . .. { Sy
b 4 A N
: . _ .
ot

Now, before | go on and drscuss our other busrnesses let me comrnent for just a mlnute on L

Callfornra because | know i's on everybody's mlnd We are all aware of the reasons for ' ‘;.' :
Callfornla s current situation. Excuse me There is a severe supptytdemand rmbatanee in

N . <,
California. The way the state structured deregulatron they have excessrve relrance on the’ spot

market, by the State s, utrlrtres and fi nally, they falted to fully deregulate retail markets that there

r
are no pnce srgnals bemg sent to retarl customers that there |s ‘i fact a shortfall of available

£ - [

supply. s . -
» . - ..J g . E. ' z‘. " ‘—"a - )
Now for Enron, the situation in California had little: 'impaét on foufth qUarter results. Let me repeat
o "t—

that. For Enron the srtuatlon in Catn‘omra had Irttle rmpact on fourth quarter resutts Because we'l re

nota generator in Catrfomra we number one do not |nv|te the & same accusahons the generators have

S St *-l'

faced regardmg excessrve prof ts. And number two we do not have sngmﬁcant mvestments

t
which are captives to State Our proﬁts are derived trom the merchant activity that we elect to

t
conduct in the state. We are closely monltonng our exposure to all of our customers. Now we do not
~4

expect the Calrfomla situation to have any srgnrﬁcant impact on Enron s financial outlook, speerﬁcatly.

F O R &y

“our ability to hit 2001 targets.

-

A
Pt <-»-t~"'~rr‘h‘l

u“' {- ..

Enron s wholesale bustness generated $2 3 blttlon of worldwrde earmngs in 2000 Eamrngs were

LR
A

broadly generated across the U.S., Canada, Europe and other countnes Callforma sa. much . y

r
smaller pereentage of our overatl earnrngs than some of the other energy oompanres partrcularty .

M"t .

generators. We have a pollcy of not dlsctosrng specrﬁc oredlt posrtrons but as many of you know,

evaluating credit, and momtonng credrt has been a key part of our oontrol functron since we started

T e

L
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marketing gas and power over 10 years ago. We believe that'we have adeouate reserves fof alf of-

our counterparties. The bottom line is this - we are not overmcposed_in California, or anywhere' ’
else for that'matter Ken Lay; and other senior management rn'embers have participated ln .key -
meetings to ensure that a solution to this srtuatlon is completed in a manner that ensures that
power is relrably dehvered to California consumers. But, in summary, we are not overexposed in

Califomia. Qur earntngs were not srgmﬁcantty impacted by Ca rfomta in the fourth quarter and we

£
»

A
don't expect them to be srgnlf cantly |mpacted movrng fonvard in time;

o,

.'!': E X v. . 3 i . -

So with that, we leave the whotesale busrness and let's move now to our retail energy servrces

busmess Another great story in the retarl energy busmess For the fourth quarter retall

revenues were $1 7 bllllon Fourth quarter IBIT was 33 mlilton compared to seven million ayear

1

For the full year we reported $103 m|II|on of tBIT compared toa 1999 loss of 68 million. We

- Ll

ago. o

[

1
continue to see’ very strong levéls of new contractlng New energy contracts dunng the

- . ]

t 8
quarter totated $4.5 btthon mctudrng a‘lo-year agreement with the Masterrch Company.

)

LR
publicly-traded REIT and Pllkmgton_t_he‘ North Amerlcan-arm of a Bntlsh glass maker.

. g L o _—
For the year, Enron energy services contracted $16 1 brllron of new energy contracts '

- é't k3 , = CpS
right on target, and almost double 1999 tevels Enron contrnues to lead the market rn

-I- E
providing natiohwide, comprehensrve energy outsourcmg in the U.S. We- have raprdly ' o

gained presence in Europe both extendmg relatlonshlps wrth exrstmg customers. and

W " . s "
acquiring new European customers I L § _ , '
. ST i I |
The current environment of hlgh energy prlces and unprecedented vo!atltlty. presents . ¥
A P - .
s e e e ;._

tremendous opportunmes for Enron wrth lts retarl busrness customers We are actweiy
marketing our pnce rlsk management servrces |n con;unctlon wrth rellabte physrcat dellvery ot
energy, to provide an extremely valuable servnce to these customers Enron |s umquely
situated, with all the skills and tools necessary to be the provrder of energy ‘services to *.

businesses in today's market. '-1 R e T

01-22-01/0:00 a.m. CT- . -

g i
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Later this week, we'll be announcing our contracting target for the year 2001 We are

already off to a great start this year, as demonstrated by the recently announced major
P

energy management agreement with Owens-Ninois, for $2.2 billion of new contract value.
. 1

Just incidentally, that is now our largest contract signed to date in the retail energy business.

So the retail energy business; great quarter, great year, Qreat outlook for the year 2001.
I - k. . M
Let me move to our transportation' distribution business. That business includes Enron

transportatlon serwces which represents our ‘interstate gas pipelinés and Portland General '

' Electnc The group s fourth quarter IBIT was $203 million, and combined full-year IBIT

increased seven percent to $732 million. - ' . ST

i

All of our major pipelines continue to report solid earnings and cash flow. Planned pipeline v

expansions across our system are progressing on schedule, and the stable eamings and cash are

expected 1o continue

tve T [

And last, b'ut not least, ‘our Broadband Sewices business. Qur newest business, EBS, reported
an IBIT- Ioss of $32 million for the fourth quarter They also reported a full-year loss of $60
million, Whtch is nght on track with our expectations, reflecting the costs to establish the business,
offset by a successful monetlzatlon of a ;;onlon of our Broadband delivery platfor_m.
: ;’ |

During the year, Enron substantially completed our low-cost, tte:_:ibte and scaleable broadband ot
network. We have 25 pooling points in operation, surpassingf our foll—year target of 13. With '
these pooling points in p!arce. we've effectively created the first ﬁehvork of networks that will enable
wide, third-party network oonnecttvity.'Now we are building cornrnercial businesses and
contracts, very similar to our energy model. i

o o |
Enron is actively making markets and transacting in bandwidtt; intermediation. in the-year_2000,
we completed over 320 bandwidth transactions, inctu'ding 236'i%n the fourth quaiter up frorn 59 -
transactions in the thurd quarter. So we now have a market for bandedth in North America, and

mcreasmgly in Europe and Asia. We are also physmally dellverlng bandWidth agalnst these

contracts. We report these deliveries in terms r.if DS3 month to equivalent, which is a common

3

-
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denominator that we uée for different sizes of bandwidth. In the fourth quarter we delivered 2,393

DS3 month equivalents, and 5,209 for the full year, exc_eedir:ig our 2000 target of 5,000. So we

do have a marrket now, and we are actively engéged in that market for bandwidth.

[] 8
#

Our other major broadband business, which is content sen’:iges,_we also had-a sﬁccess:ful fourth
quarter, where we launched the rﬁrs@ phése of our content-dp-demahd product. As i'he :
wholesale service pro'vider, we are delivering movies on der}la:nd in select a;ea's of Seéttle.
Portland, Salt Lake City, and New ;t'_ork City. Wé believe lh;t we have a very unique and '

powerful commercial proposition that, packaged with this bro'ven technology, creates an
. ‘ H ,
A .
enormous opportunity in one

i
k

of the world's fastest growing markets. : }
|

1

.

Just a few other items corporate and other. in corporate and other we reported it IBIT
{oss of 134 million for the fourth quarter of 2000. Th'is'gegrnents earnings decreased.

_ i o
primarily due to expenses associated with our corporate-wide growth. Nonrecirring items.

in addition to the results I've discussed, Enron.rep_oded nbnrecurring charges totaling 35

. t
cents per diluted share. Major components included a $326 million after-tax charge principatly
i

for Enron's portion of impairmerits reported by Azurix related to assets in Argentina. We
. k2 . .

also reported.$39 million in net after-tax income; reﬂectiﬁ'g""the issuance of stock by the New

-

Power company, partially offset.by cerlain costs of Enron's ;etail energy business,
' . T
T
L]
¢ -
So, in summary, we are certainly pleased with our fourth quarter and full-year results.

“

- b
We're very excited about the continuing positive business developments across the
. Ty

‘company and remain confident that our strong performance will continue increasing |

profitability and expanding returns to shareholders. And, again, | apologize for the throat, but
% N R '

with that we will move on to questions.

Wik

_ i s
Operator: Thank you, sir. The question-and-answer session today will be conducted
* :

electron_icéliy. I you would like to ask a question, simply press the star or asterisk key on
your telephone pad followed by the digit one. We will take as many of your questions today

rJ Ll =
as time permits. Once again, if you would like to ask a qugs_tion, press star, one on your

3
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telephone keypad now. We will pause momentarily to assemble our roater. - T .

i

And we'll take our first question today from Raymond Niles with Salomen Siith Barney.

< - §’  t

L] PR R . K
Raymond Niles: It logks like, | mean, just, very good results. ?ut; the question is, on the margins, "

T ) I ) w .
it appears that margins are up for the second half of the year and can you associate * - e
that with any - o i . Lo -
partidular factor and what do you 'expept..l'm_ talktng abgut ?nit profit 'rhargins,.what do you ' s
expectto see in '017? - I BT e
- g. . . ;{ ._ . . - .
Jeft Skilling: Thanks Ray | th!nk in the early part of the year the margms were a httle bit £
i ' ; .
compressed just because we had thls enormous ﬂy-up in actwlty due to Enfon Oniine. And. © -, T

as | mentioned at the ttme, { tgtly,expected that the_proﬁtab:hty -woutd follow along with the

volume incredses that were seeing from Enron Online. | think that's what happening:
k w

As | look out to next year, Ray, | think the margins look very good. We're in a period of time
when what we sell is what the market wants, "P;edictable ptice‘s and reliable delivery carries |
a premium right now, so if anything 'd expect to see margins strengthening over the next ’

year. ' ' i o %»

L . . . i
. : L : . i
i . .

E x

Raymond Niles: And then a question o bandwidith. It looks like the transaction'votumes took off *
considerably this quarter. Is there ‘any_partit':ular factor you can attribute that to? And we still R

hear in the indusiry about debating; on terms and cenditiqnsrfor éontracts. Seems like that, is

w N 3,

: . T ,
that prefty much a non-issue at this point? -

v L -

e, o

Jeff Skilling: Well Ray. you know it's just like when we started the gas market it took probably *
four or five years |n the Iate 19805 to settle on specific stiandards settle on delwery
locations. But in the mterlm there was a lot of business. belng conducted as people
created thelr own contracts the|r own terms and cdndmoné and transacted bifaterally in the
market place. So, no, | don't think |t's gelﬂ_g to slow down the'_market at ail. | think we're

seeing what we expected to see. It takes a little while to get it going, but once you get that

-

E S - -_— &
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curve, it takes off very, very quickly. s o o e

Raymond Niles_: OK, great. Thanks a lot.

ity

.

*

[
.

Operator: We'll take our next question from Linda McDonougn-wrth-'Manches“ter Growth.

. . P .
- ¢- -

Linda McDonough Hi, yes Iwonder lf you could ;ust youtalked about yourexposure in Calrfomra

as far as geographrc exposure How about is 1here any p058lblmy for exampfe rfthe Power

Exchange goes bankrupt }ust as sort of a draconran measure how would that |mpact your

R i ..
business? P T » “
L ~T e . s E

i i .
Jeff Skilling: Lmda thts is Jeff Skrlhng agarn We dont talk about Specﬂ'\c credrt exposures bui |

can say unequrvoca!ly that if you take the oonsensus eamrngs estrmate for next year whrch is $1 650 =; .

dg
$1.70. There - nothrng can happen in Calrfomra that would jeopardrze that klnd of eammgs

performance next year

~ Linda McDonough: OK. So, it's that smal for you?
. , s T

. o
¢
]
4
4

Jeff Skilling: Yes. .-

Linda McDonough: OK. Thank you very much o

Operator: We'll next go to David Flerscher wrth Goldman Sac hs

-
C .
L
» - .
L ~

Davrd Fielscher Hi, Jeff. A. couple of |tem related quesllon

Frrst in and around energy

'
,par'-o-wn, . emaibiys ek = g ke A, S
. y , .

services, how much of the $16 brlhon 16 1 last year of new contracts represents contract

eXIensions versus new contracts? Specrﬁcally, you had announeed eartrer in the year you know,

an rnmel contract with IBM.as an example.' You know. woulc! you have.added substantral.

volumes, you know, from a contract like that, you know,:over the balance of the year, or not?-
ST , SRl - % ,

, : DR i e
Jeff Skilling: 'Da'vid,__l'd'have to go back and get the specific numbers, but new contracts would be

* - = Lo
. - L

. - - ;
. & . S - SR
. a ; . . : .
. [ 3 .
. - . $ R 4o
- . . - .

&

2
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probably on the order of 85 percent of that number. oL T
David Fleischer: OK So there's a lot of room gwen what you Ve said in the past for '

extensions in future perlods to add to that, clearly. } C , . o .
:}; . . - !;'
Jeff Skilling: Absolutely -1 think, um we re expectlng that, um, from the contracts: that we ’

-

have in-house now that we should see over some penod of tlme somethlng over two tlmes L
the total amount of busmess from those customers as we get S|gned up under the original

ontracts So, there's a lot of room for expansron

R

P e

1 =
David Fleischer: Why doesn't that happen over a relatrvely finite penod of a year or two? It seerns
N ’ i [

like a lot of it should be up front We sh0utd see an awful Iot you know, of your volumes or

revenue mcreases next year contracts. you know. srgnlng; this year,from extensuons. R .
N P o ‘ - L. L wt

Jeff Sk||||ng Well, if you look-at 15 percent of $16 bl||IOI1 |t's stlll a tot of money relatwe to the .

contract if it's- gomg ‘on the past. I fee[ real good about out progress |n extendmg the

= A g ST : '
contracts. e L, "‘“ i N ! .
Il J.I ' i
David Flelscher OK Second questlon you know you' fe selling your Houston plpetlne .
= . '.f‘_ ‘ . . s ,,- - . Lo ) .1 )

powerplants. . e T s -

what do these sales and others sayTabout,yoer ability to monetize; you know, some larger ' .
_ amount . . f S N »

. o' . ! - . - - ¥ o : bl

of assets and what is the offset investment requirement in, you know, intellectual capital

related , oo -i_'f' S 1 ST o

businesses, [et's say, and as we look out over'thefne?(t several years. Is it going to be partial?

Is ) o ' e T t

it going to be fully, what you monetize out of tnis‘é'Will we start séeing, | guess the question o e

is will BEEEEERS S :

o ’ ' o ' ‘i : ’ ' V r; 4;-
we start seelng more, or less, net mvestment and more disinvestment and 'a strengthemng :

. Y
T . oy . %

balance sheet come out of all of thls?

N
P
!
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Jeff Skilling: Well, there is, there is absolutely no questior’;r. and I will be totally unequivocal,
whatever that word is. We ha\re a iot of room to Iighten f.rp our asset positions inside this
company, and we are working on it very hard. And probablf- my only frustration with the ™
last year was the slowness of our progress in monetrzrng some of our international assets

And that is coming anng and | commrt to you that we are gorng to be contrnurng that. So, you

should see, over ihe next severat years. a srgnrﬁr.:ant strengthenrng of the balance sheet as we

»

monetize some of the Iower return assets and have that capital available to deploy into the new

businesses. But if you look longer ten'n Da\nd look at the three blg businesses, outside of our .
!
broadband business, the tranSportatron servrces busrness our prpelrne busrness rs cash
Y g 5,

positive. We don' t invest as much in that busrness as it throws off in msh The whoresale busrness

believe ik or not. even with the huge growth rates we' re seerng in’ that busrness our |ncrementa| retum

o+

on invested capital in that busrness is s0 hlgh that we can grow at 2401050 percent rate in that

business wrth no additional caprtal rnfusuon to support that growth
. . et o

I
»..v_--

v N

The retail busrness as we aII know is basrcalty cash and cany. 1,(Te the’ extent that thefe are capita!.

investments in cusfomer facrlrtres and premises requrred that can be securitized. So. my

i,
expectatron is that having tumed the eomer on proﬁtabahty in that busrness we would expect rt to be

cash posrtrve movrng forward as well. I o

. .
rr i N

SO. the only busrness really, that wé have future rnvestment requrrements in is our broadband

£ 4

business. We told people what we would be rnvestrng inthe year 2000 and we actually kind of

undershot that number in the year 2000 My expectatron tor the next year would be at a slmrlar _

L -

capital number fo what we were pro;ectrng Iast:year. So; overa_tl. we should be c_ash positive and

improving the _balahce sheet over the next 'coupte'of.years. o

David Fleischer: So-, your biggest probt_em is what',_to do with ail this cash? Thanks, Jeff.

_—
,.1,

Jeff Skilling: That's always the brg problem Thanks, Davrd

£ "
I el
o .,
R
T S

F irst Boston. T

Operator: We'll take our next question fror_n bu‘r‘t Launer with-C

it b s Oy S
-

£ *
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Curt Launer: Good momlng Two unrelated questions, if | could Flrst just relatlve to Callfomla i

r

“know you don't want o prowde details of how you look at nsk management there. but is there . co N

anything you can say relative to dlfferences in percentages of reserves taken agalnst certain

1" . PR

contracts compared t_o other parts of the country, based upon ‘what's going on-m California right

"

now?

gt gt I
*

-

And second I'd like to extend the questron relative to Enron Energy Servrces by askmg specrf cally - L
about the Owens—lllmors new oontract 2. 2 bﬂhon and how that compares to the ongrnal L ;; .

Owens-lllrnols contract and what it mrght represent in terrns ofi mcreasmg margrns for EES because

o . N T

it's probably the rnost slgmﬁcant up—selllng you 've had to date. i . : L

- 7- B : - o

Jeff Sklllrng Thanks Curt First, on the whole Calrforma thlng, I can just assure you -l can't go ' S

mto all the specifics of how we reserve and the calculatlons but you've been’ here you've seen the : e B <

- - mechanics that we go through todo that We feel that we have properly reserved fully reserved - -
) e ves ' ‘ )
for d@nything that can go onin Calrfomla atthrs point, S !

Y

e R
<

. , - .
- - v o . - : Fory

Onthe Owens-lllrnors oontract I guess we're pu!lrng a Irtﬂe brt of a tough one on here be-use this is -

-

Qwens-iliinois, The ongmal contract is Owens Comrng. and so these are two very dlfferent

K

companres The contract structure is srmﬂar m both cases, though

s
W f JoR .

‘a-“

r3
: s .
Ed 1< .

Curt Launer: OK So, there s really no calculatron we could make relatrve to |mprovmg margrns

because they re-different compames I'm sorry. I dfdnt realrze that. . o
- 2 [ S ’ i - ] . o i =

Jeff Skilling: Yes, I'm sorry about that. It gets a little confusing around here, too.

Curt Launer: OK. Thank you, - e on e

Jeff Skilling: Thanks, Curts © - 3z * &+ . b . ' o L

. - : : e

Operator: We'll go now to a guestion fom Bret Conr'ior withComn;!lerce Bank.

v

S
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Bret Connor: Hi, good mq:"aiiﬁg. Congratulations on a good _quarter. A couple of quick questions for
you. First on Enron Broadband Services just a couple of qu_sstions. I noticed, first sf all, that
there were some dark ﬁbt_er sales this quarter, also some moﬁe,ti:;.ation of the network. I'm_.hwondering if
you can give us a sense for how big of a oontributisn that made to' the eamings for. EBSfin the quarter?
And also, is that sorﬁething we should continue to sse going forﬁrard until the business starts to break

a - . ‘{ -
even, or is the network largely where it needs to be? -

._1.—3'“- -

3

Jeff Skilling: OK. Let me turn that over to Mark Koenig. He's got the specifics here.

[ e

r

Mark Koenig: Yes. Bret, there ﬁsre no dark ﬁ.ber'_sales in the quarter and the monetization that
‘we referred to was fairly small, we don't disclose the sbéciﬁcs :)f those transactibns; but clearly it
offset some of the kind of noymal operating costs of Enron Broadband Services. And we'll have
some of those, justas :ve've hadin y:holssal_e and _retsil throug!hout this year. Bulit's a fairly small

e

amount.

L . T

Jeff Skilling: And Ken Rice, who runs EBS, just walked in and, Ken, where do we stand on, just,
A

network basucally installed?

r

Ken Rice: Yes, | thmk for ail lntents and purposes our Iong -haul network is basically installed.
We've got a couple of air gaps to close up and things like that but you won't see us addmg any
significant long-haul fiber. What we're gomg to focus on is workmg the ends, and continuing to
install the switches and pooling points and interconnects wyth other networks. because we've
heen able to demsnstrate that that's obvious\yI, at least for our businéss madel, a much more
efficient way to go and to build our trading and imenqediation business. )

1
4

&

So, over the next couple of years, unless there are very specifics erojects, there will not be very much

leng haul fiber, and most of our network expenditure will be pﬁtli'hg in paoling points and
. . B ]

connectivity. L * '
Bret Connor: OK, Now, iocking at the DS3 month defivered and content services contract

value, it looks like you did a pretty good job of hitting your largets for the year, aithough It also looks
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like you've got pretty huge growth targets for next year, if ) rernember the numbers' right from the

- anelysts oonference last year. Obviously, this market is takjhg a i;vhi_te to develop. Does it look

like things. are sffil on track for the type of DS3 month delivery vblttr_t‘téS_ end the volume of content

-

services contract value for 2001 that you previously expeoted?; :
e Lt : . ¥ . r_}
- s 53 ¥

P

‘Ken Rice: Yeah, We Y going to announce that later this week exactty what our targets are, but .

s

we are right on track wnth what we talked about Iast year and I would add. one edrtonal comment "

| think the transactlon volume and real!y the aooeptanoe of the |ndustry |s right on target wrth what we

expected and in some ways faster in some areas. But, we'll get tnto thatin a little' more detail *_

Iater on this week at the analysts oonference but thls is fike Itght-speed compared to the electno )

3

and the gas industry. S ;

Bret Connar: OK. And then, you said that your network is targely in ptace and Jefihad said that .

A . L
cap-ex this coming year will be pretty simita'r to what it had done—last year‘After this year, will L e

; -
the cap-ex start to come down a bit or will there stlll be srgmficant investments in poolrng pornts
s i ¥
and servers and thmgs like that? What kind of outlook beyond this year do we have for cap-ex
P T .

'_1'.;' %

- .
“

Ken Rice: Well, myrperSpeotive is cap-ex will probably ramp down after this year. We don't, we

. e

“don't know for S'ure what's going to be out there in terms of adding pooling points, but it wil be

a iy

more of an mcremental decrsron after 2001 beoause we will have the major cntres all
interconnected with our pootlng pomts in 2001 Then |t's a fairly easy mathematlcal DCF analysts

of whether we add one |n the next city. So they may contmue to be capltal investment in gettmg
t

connectivity, I i Sl
but it won't be to get that initial scale, it will be incremental de_oisions to add pooling points in- '
cities that look like they have a lot of traffic for us.~ - i - e W
- . ¥ v ] - & -
s - ’ ‘.P. . ‘f . -
Jeff Skilling: And right now, I thnnk ofie of the b|g opportunltles and the brg bottleneoks inthe - -~
Y T

system is gettmg more access to Iocal connectlwty And that's ba5|cally getting your switches in

place, getting the servers out and tocated and so that wﬂl oontlnue at arelatively high rate for the next

L

several years. : B

" B e

Revts'ed 1I11I2006 e
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Bret Connor: OK. lapprer";iate that. ) do have two others non- related questions ‘First, on Enron

Online, it sounds kike thmgs went very well for the year andit sounds Irke you 'ré oonltnutng to add

votumes I'm curious though obvrously. there have been some new competltors who have entered

a ﬁr n - - L . »

the scene. You know you re still in great position, but what is your outlook right now on Enron '

r

Online's ability to malntaln the volumes and the growth that lts had‘? And also what should we . s L
¥ o
Iook forward toin terrns of Enron Onlrne maybe interfacing with some of the other online - .. e s a e

exchanges'? will there be anythlng happenlng there or what types of things mlght we expect?
R A 1

. 4 : E - . .
) ) E . Gl ,,." - N
.- . - o : ] . ; 5

. & -
e T . o T R ~

Jeff Skrllrng Well you know agam i frankly have been klnd of surprlsed by it. We have seen a-, .
s . e A

couple of new platforms come up, but our growth rates have stayed srmllar In fact we'll show'
‘!r

a chart that shows transactron volumes by day and we contmue to hlt new records. So. l: guess i
: ER 2 W SR '
R "‘s . L s .
my expectatron is we'll contlnue to see growth there, - ° i . T _ T e e
- - - . A o oy . '_-»_ T
Bret Connor: Ok, and then just a fi nal questlon On Europe |t looks Irke your gas volumes dld -

- g

increase substantlally there as well, t know the gas market has tended to be pretty- alquwd i _ ,, - B S
Europe I'm mostly curlous just more broadly, Europe is one of th_ose markets where there s not v .

™y
- - . A

quite as much Ilqmdlty asin the U. S., |t seems and your strategy has often been to enter a regron e

2 o L, . P e R S T

with assets first and then get out as the market gets |IC|Uld ? ”’ _’"" R e
'rﬂ%ml.-"‘»'_":'_‘_ f ) . : né:vx ‘l, o ; L _

Is it - are things at the stage in Europe nght now where there s enough liguidity that you don't need . -

to have asseis there'? Or do you th:nk that, you know |t mrght make sense for you to burld new - = ,
3 ;oE
faollr_tles. new power plants, or new gas, asse_ts:.tn the re_glon? Just general commients on that. "

L T "
I : -

o B0
¢:-_.j.u.,,-- e .. .

- Jeff Skilling: OK. There s really two markets 4 Europe There's the, krnd of, the core markets o e
1 o .

' Gemtany and all of the surroundtng countnes u. K. and Scandtnavran In those markets there |s BT . .
1] - 4 .
actually a reasonably good Ilqurdlty srtuatlon nght now and we don't belleve it's- neoessary to ownor

-y

-

develop assets'in those areas. As you move to the rifn of Europe Spain, Italy. Greeoe the former ' N

Q

Yugoslavia, there is a need for addmonal mter-oonnectrvrty and’ oapacrty and so in those markets we

¥
are rn the process of developmg Sltes and worktng to develop faollmes
’_7‘%' N .. . e

- -vh-dn—
.
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Now, | will say that thrs isa drfferent kind of development program than what we had for example, in

i
I

South’ Amenca or tndra lt's our expeclation that we il develop these prorects ‘Once they re

*

developed, we thrnk that there are opportumtres to monetrze orsell those assets and yet still retain :— o _' _ e
the ability to tap rnto quurdrty from some of those faciliies. So, Europe wrll be much less caprtal ST 7
intensive than what the original assumption was. We seem tg be able to create liquidity. And, by e
the way. the main thrng that matters as you go into those core areas, not absolute ltqurdrty it's

really relatrve Irqurdrty What is your quurdrty posrtron relative to, the people you' re competing agarnst ..
LrE i K
and we are-in an awesome posrtron nght now that we have a huge head start in Europe And that

v.-q, .

grves usa very, very strong market posrtron

5

Cew &
% .

i

Bret Connor: OK, Great._Thanl_cs,‘_l appreciate it.
: : ,E Ty ’
Operator We i take our next questron from Anatol Feygrrl with J. P Morgan.

k % . . -~ ?

PR N — R e ]
’ e

- w

LI

4 Sk

! .
Anatol Feygin: Good mornrng, everyone Aoouple of questions. Orie, Jeff as you Iook forward L e
| T

;

obvrously you're extremely well-posrttoned nght now, but what 1mpaets do you guys see the

Califomia deregulatron havrng on the ple on sort of the wholesale energy pre growrng Especrally. ‘ééf Ce

. we've seen |t play out in Alberta most recently. where they kind of retrenched And how do you

r

see that effectrng your busrness on-the wholesale slde especrally, gorng fonvard? . . - .
T bR . . _
B C . Lo N R . ’ SE s
CF - . -% ., , * P

4

Jeff Skilling: Well, Anatol, Ithrnk if's probably gorng to rmprove our - or, |mprove the overall pre on -
Sk

the wholesale leve!, because everybody that's Iooked at thrs mart(et has sard that one fix, all across

CE e 3 i & e ; - I3

the country, is we have to rmprove transmrssron acoess And 1 think: wrth the change in . -
t ) . - o

admrnrstrat:on the change in the oomposrtron of the FERC l would expect to see srgnrﬁnnt : o -

¥ ’ .. - - -

improvement in the avarlabrlrty of trangmrssron capacity. So at the wholesale Ievel I" m
%

e
convrnced rt‘s going 1o be very posrtrve for the future development and growth of that market.
M L

B P - -
. ' - > B ‘

t '-'77 - '& i -

Now, on the retail Ievel you know there s no questron that ifa state has not deregulated yet, . )
does not have legislation or regulatory order in plaoe they are gomg tobe very hesatant to move --
in that direction. So, on the retail level; rt woutd be my expectatton that we' re not gorng to- see

many more states, or maybe even any moré states move forward toward a deregulated

1

F ' . K
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market. But, again, you know weve got about 50 percent of the U S. poputatlon in junsdlct:ons '
where there is deregulatory process underway. So, it's stlll a glgantlc market that we've

really just scratched the surface of So, | think we've got a lot of run_mng room there,but .

t . . &
there is no question that the local and state regulators area I|ttIe gun-shy about this whole
thing right now. L & .. S IR

-

AR .

*

Anatol Feygin: Great, thanks. A quick update on Portland, where the sale stands there, on’

Portland General? _ - ‘ '} . - v
. ) . - : _' * : . B . | ‘. . ) - ) '

Jeff Skilling: Yes, we are still projecting b_y’the end of this quiarter. : - A -

P . . . . P
"is’, 1 % . Cml

Anatol Feygan oK. And one qmck questton on retatt in terms of the numbers that you guys

i

reported of 33 ongoing and 62 one-tlme gam from New Power. Last- quarter there was a3fal PR

S

million galn that was in other lncome Was that from New Power as welt? o SR

LT i L ¥ . [ ¥ Cak o
. L - H v - s L -
L. A ; e . . i 4

Mark Koenlg That - Anatol this is Mar;c There was income reoognlhon in earlier quaﬁters from R
some sales of some warrants that we dtscloeed rThere were, none of those moome |tems in the . :
fourth quarter. In fact as you know, we have to reoord our shareiof :51; New Power companies equrty '
eamings, or !osses in their case, they will be anno'uhcmg thelr earnmgs in F!ebmary But, as you ) l ) -

"

can |mag|ne we have a provision in-our frecurring eamlngs for that busmess wh:oh is off to a good

Anatol Feygin: OK. So, the 37 million gain in Q3 was not related to New Power? = Cy T
. o B D S : : ¥
Mark Koenig: It was related to Enron's i'nvestmeht in the co'mpany The nonrecurring iteminthe =~ .- 7

. . ‘.

fourth quarter represents the | lncrease of our basns for the issuance of New Power for the stock -

. ', i A - - . ] - . - Ia . .
.f ;s ‘. 7 3 R EE i .
SR ' : i S

“w

offering they did on October nd. -- : '

B
o B
-

Anatot Feygln Rtght The thtng that | Im trylng to reooncale is the 37 mllhon gain in Q3 whtch was ';_ '

R £ .
included in ongoing IBIT B RIS % -
[ “ ‘z f b
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Mark Koenig: That's righ_i. .

Anatol Feygin: And the 62 million gain in the fourth quarter whlch was not mcluded Inoked Ilke

kind of similar thlngs ; - i 8

£
fl

A

I

g -

4
Jeff Skilfing: Well, techmcaﬂy they were different and their di

fferent owners - S0, Anatol, if you'd

A-
like... - , ’ -
* f i . LE
¢ .
Anatol Feygin: OK, Sure, ) _ ‘; .

Mark Koenig: | can give you a call.

Anatol Feygin: Thanks, Mark. ¥

e

Mark Kdénig- B'ut"for the most-part, the }tem that youfw'rere ‘talking about iu the third
quarter-first of all, all 37 of thal other income was not related to New Power. Only a portlon . .' '
a smaller portion of that was But, the pmnt is,.in ‘lhe fourth !quane-r the:e were none of those '{ B

income items resultgug frqm that. But, give rr_:_e a call _ar:;d we 'l go through that.

o §

Anato! Feygin: Thanks, Mark. AT 1. " o -
3

Mark Koenig’ It's very, very small., -

Anatol Feygm Thank you very much gentlemen

'f‘ . .
Operator: We'll 1é|5e our next-ques?ion'from William Maze wuth Bank of America. )
' " w Lo . o . %‘ .. L B . * "
Jeff Skilling: Hello? I:Ie‘!!o? v A L § R “ " _ .
5 Caa s "

Operator Sorry, sir;Mr., Maze seems to have come out of the queue Mr. Maze if you can

A

hear me, if-you would hke 1o queue up agam we wull go to your questlon We Itgo now to-

L} S

P
k)
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Andre Meade with Commerce Bank. B ER Lt

*

§
*

Jeff Skilling: Hellg?*

; -‘.i l e . ' .:n“
Operator: Mr. Meade? )
Jeff Skiliing: Hello? ~~ - © . - -7 1

4 . . 1

g . .
4 vk

Operator: Gentlemen I m sorry We re havmg alittle blt of a problem wuh our Q&A We II

‘take a question now from Brlan Chu with nghf elds Caputal¥ oo '

L “ .F.
- » cy i

Richard Grubman: Yes, hi. Good mornmg lt's R1chard _Grubman I was wonderlng if you _
~ could tell us what assets and I:abllmes from pnce risk ma;agement actwntles were at year
end, both current and non_-curr_eet: s0 those fo_rur balance amounts. Th_ank;. » - _ =

&

1
Jeff Skilling: Gee, | dont have that mformahon wnh mez - ' .
e . i : l .rt_

e
x
+
4
>
¥

Rleker The quesuon had to do with prlce rlsk management and that comes out with the

-

balance sheet, which .will be dlsclosed in our 10K. In terms of impact an overall cash flow,

we would expect, you know, for the full year 2000 that'eEr'nin'gs_ wouild rouanIy equalcash .

) ¥ v
& 3 - . 1

* Sl

flow.

L
R

,} |

Richard Grubman: | guess | don't u'naerslanq why we can't get sort of seminal balance
sheet data now. ~ L g '

- s x
4 3 . .

F -

Mark Koenig: Weil, this is Mark__Keenig. And Rick Causey is here, our-accountant. We -
-.: ] 1.“" _'_. e . i o R . - s
"have not finalized all of the balance sheet data and we'll djsclose that as we puit that o .
’ ' St e R % L e .
together with-the associated notes that are impartant to.accompany that. That's the reason.

kS .
- - v

«

Richard Grubmen: OK. Thanfn_c'you.« - .- ! ', _ "
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Operator: Gentlemen, we'll go to a question now from P.auj Ti_ce with Deutsche Bank.
Paul Tice: Good morning. Just a handful of questions. 'Fi'r_st, in terins of asset sales, you
mentioned that the pipes are throwing off cash flow right now. How do you see continued -
ownership of the pipelines withih_ your business mix gein_g 'forward. which is inereasingiy :
Jeff Skllllng' Well, they'd be - the exeretse \hat we're going through here, is tolook at, all of .

A

our assets and tdentafy which assets are not eammg a rate of retum that's adequate for the

more asset free? : : i o
. L %

w
i *

company and the plpelmes in contrast to that, are eamlng very good retums and so the papes are’
going to be in the mix, | think as Iong as rm at Enron Corporataon We have lots of other

+

assets though. that aren't going toxmake the cut.

A

El
¥

-

e e AR o

Paul Tice: Any more details yeu can give in terms of geog‘réphical concentration of those
- assets that aren't going to make the cut? . ] i I .
r -

Jeff Skllhng No, |t‘s you know, across all of our busmesses we're Just worklng very hard to

identify places that - for example, the Peak!.ng fac_;_mty sales-. these are basucally brand new assets

inside of the company and, just given'cmr exaectatien of w‘hat the future mai-ket -leoks like, this s

was a great opportunlty for us. And 50 we will be contlnumg to do that across all the assets

o ’ -4
So, I'-it' s going to be ona case-by-case pro;ect-by pr0|ect .asset-by- -asset anatysus

Paul Tice: And what's the consolidated t:ap-ex'nf:"mber for 20017

e

Py

Mark Koenig: The consolldated cap-ex and equny and mvestmenls would probably be
F

" two- and-a- half to $3 b|l||on very sumllar to what we ‘'ve had the Iast several yeas.

1, . -

i,

Paul Tice: And, in terms of stated leverage targets that you 'have, are there any numbers that

P . . 5 . [ .
. . 3
4

your,

o

. Lo 1
- ": . I« -
Mark Koenig: The Ieverage targets haven t changed much. Obwously. o mamtain ‘lhe e

B

v
-
ok 2

* & -"-

PO
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financial condmon we want to see leverage largets along wrth operatmg cash ﬂow and
4

other measures. In fact they haven't changed much at all, and | think' we should expect to '

see those look falrly srmllar with some impact of th'e as_s_ets sales that we talked about

. . R
i DA i,:a R
4 PR - s . L -

Paul Tice: And two qurck ones Any targets that you 'have currently, in terms of Enron Onllne

for 20017 Whether volume or numher of transactlons % ', " )
. g .

Jeff Skllllmg We really dori't have any. nght now We re |ust lettlng |t roll Iettlng lt rip.

3 i A .
oL R . q - .
oy T R -&'_, f

‘Paul Tice: OK. And the Jast question.'Can you'ﬁs’t give us the status 6_n'where-y‘ou stand

with the rating agencies? . s .m0 ko

. . R . . g . T
B L . . . . ey . . .
P . S . TN 1 B ' £ ¥
} B » - Lo B - o : )
- . T . » " T - . 1 . P . .
- . v . - . FEE E -

- fine.

Jeff Skilling: Gee, | guess we're'just in great shape with the rating agencies. Went up and
o . v s ' : i

e

met with them in October. They all seemed to be real happ_y_,‘ so, | guess thmg_s_ are just -

PN
e

ta
“.

' : .4 " + - .
Paul Tice: OK: Great. Thanks. . "

Fa
e WWM-

LA

. . | * ?t | .:

%

.a-r

Operator: We'll take a questlon now from Sam Nangra wrth Credit Lyonnars Securltles T ', :

L]
! 4
- ) .
] o ) . . B
» - : -

. Sam Nangia: Congratutatlons on a great result Just had a' qurck follow-up questlon on umt )

i ;

margins and volumes. I mean you know agaln we saw thls time that your volumes went'

2 LN

up, unit marging went up for you guys and they seem to be much hlgher than they are_. \

for, let's say, even the number two or number three companles in terms of tradlng volumes

and lwas wondenng if you could 1ust comment on that and }ust what you see gomg CoE

forward with ICE and you know some of the other exchanges taklng avvay perhaps

some of your volume o ' AR I '
L . - f .
- A e

Jeff Skilling: Well, again, | have no expectation that they will take away volume. | expect Enron

L . N

Moderator: Jeff Skilling.. .
01-22-01/9:00 a.m. CT" -
Conﬁrmatlon # 5439665 .

.
.-
-
TG
-
4
B >
-
Sy
-
-
0 mt
R
F] Pt
. .
R
LK




Ty

. . . - - . H - . : -
£ - - B L *

Ga L T ST Moderator: Jeff Skilling
e ST . 01-22-01/8:00 am. €

oy R I . -'Confirmation # 543866
. 3 S «© : . Page24.

LA . - E * Revised 11!1112006

Online to contlnue to grow It might impact the rate of growth but that, to date has not been -
i
the case. We ve contmued to see very, very strong growth in Enron Onllne
V\\.- 2
Now, as far as margins, and our margins versus the next player in the inoustry,_ Il tell you

% . - i N i L
what my feeling is. My theory on this is that the economics of our business are, replicate

Lo x

network econamics. -

¥ E T e

L s o o]

The broader our reach is the more optrons that we have to supply power_ supply natural gas, supply

bandmdth to custorners The more optlons we have ls a drrect funotlon of the scate and scope of our ‘

. .
network. And if you beileve that, netwonk eoonomrcs would tell you that relatlve network eoonomlcs
. 1 L] e .
are a geometric functron And |f you !ook atour relatlve suze compared to the number two number .
1

three players we're about atany give tlme we're a little over tWIoe as big as the next player. And rf you

N >

use that exponentral relatronshlp, you'd expeot our long-tenn eamrngs to be somethmg on the order of

b
b

four-tlmes the eamlngs power of those other compames And thmk and 50 far, maglcatty. that .

seems to be the case. "j* ’ , :

] ’ .-". S ..?. . 3, . R ] - ‘- P _'|
Sam Nangia: That‘s great Thank you And justa qulck foltow-up, could you comment at all ..
regarding R - 7'_ 5

what margins were I|ke in Europe versus the U S. versus you know which part ‘of the u.s. were . "
¥

¥
perhaps more prof table than others?' . BRI - ' ‘— .
. ."f“,xv ' - t - ':--‘*7.
# ' O )
Jeff Skilling: We really don't publish that information. + 7, - ] T
o ¥ .. -
s 1. E
n Tk 4 3 . "«
Sam Nangia: OK. Thank you. . ) . ' ' L
. i N - . . .‘]. :ﬂ‘ .g~r . £
T LA
- Jeff Skilling: Yes. - - S PR TN _
w 4 SRR S I , P
o e : i P R Py Jl N L o ’
Operator We wrll now go to a questaon from Mr Andre Meade wtth Commerce Bank,
C ok + : - L4 :" -~
. ) . N ot . 'x_..l_l‘ e e, Y )
Andre Meade: Hi, can you hear me thistime?” ., ..~ o
el . ‘4 "*ﬁq_‘ﬁ - " .' «
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Jeff Skilling: Yes,

»

Andre Meade: j\ll right, oreat. Two quick questions. One'.isia follow-up on the assets and - .. . -
% ~y " : N -

investment sales..Looks: like you sold down some assets inJ‘Europe and:that goes into your. '
recurring IBIT for the quarter. Looking forward to 2001, you'vé announced some sales of turbines . . ¥
o Allegheny, some turbmesto Synergy, prpes o AP barges toLE\ES and then I've seen press about PR
sellrng down Dabhol Indran Oil and Gas assets rnternatronat power plants gas drstnbutron and . o E .

- -

perhaps Azuiix. Wll you be bookrng those sales in recurting IBI'Iigomg forward, or is this more a s unF '

srgnrﬁcant shift i rn your assets and rnvestments category and you'll book that as non-recumng garn‘? =

oy £

sy ;~'- o
. REE , . P . - _
Jeff Skitiing: Let me have Rick Causey, who's our chief accourirting officer, address that question. ~ *~ .

£ L L

Rick Causey: Yes typlcally, you know as is clear we have’ an ongorng process of lookrng at our N

-

portfolio, optrmizmg the Ievel of caprtal rrwestment and what not, and so we consrderthat reoumng

¥

- activity. and ‘most.of those rtems you mentroned have or would be in the future in that asset and oL Do

. [

E mvestment bucket and it's been that way for really a number of, quarters or years at thrs pornt N

. -
X}

. Andre Meade: OK it Just seems like a more more a shift in your strategy in tryrng to.get less - '
asset intensive. | know you sard there is plenty of room to Irghten up on assets You ve been

1
disappointed you havent sold off as many Il mean rs thrs can you see a burldup back on the

-

assets side’ torlhcomrng or is this - and. if not, then, how is thrs recurring, | guess?
) S L :

- -

L . - oty

Jeff Skilling: Well what our busrness is, we're packagrng energy suppliés for customers, and
i

contracts look an awful {ot like assets to us. So. we're buyrng and sellrng contracts we're -.* i o

€. . .t-? " - % .-
packaging those for the customer ifa component is better offered through a physrul asset than : S
through a contract, then we'll do the physical asset So, it S really Just a questron at any grven

iy

moment, what's the best way to put rt together for the customer You know if you thrnk about a
*

r
power plant, a power plant is'just a whole bunch of 30-day power sales inarowfora tong perrod_
of trme And so, rt's typ:cal that when a customer comes m and has a need we will slice and dice -

either an asset or slrce ‘and dice a contract to put that together package rt for them, rn 'the~

i‘ .
form that they want.it. And so, it's all a partof one srngle b_usrness model and that's’ why.

. ] . . . LI
Lo : T . . ¥ ’
S L

.
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Andre Meade: OK, questron on a related or a non- -related toplc Retall energy services. Ifl _—
understand how you account for the contracts, |f you can Iock in a gam over the entire -~ - ' . ‘
length of the contract with forwards and so forth, you will_book that in year one. Is that .. SRR ’ )
correct? } R . .
‘Koenig: On retail we use the same methodology for co‘ht‘éacte that reqire price risk : - A
management acceunting, as we do in'wholesale. i ‘ cL
N oo . I . 3
- z ] ) ot o
5 . 4 R o

’¢~. 'v.'\‘u‘n‘-. f’

"k

Andre Meade OK: Do you have you have 103 mllllon!recurrmg IBIT for 2000 ‘D¢ you

have a comparable cash ﬂow tugure tor retall energy sérvices 2000’»’

-.-rnr- a3
" < s

. -
f I N s

» A

T

- . ? Cox B i L l )
Koenig: We don't, yét, Andre, but agai'n there is very little -capital there, so the DD&A
_numberi is pretty small There is some mterest and taxes that would come off ofthat number
DT &
's0 it's sllghtly tess than the IBIT. number

‘\, [ b

Andre Meade: Shghtly Iess but in the same ballpark? % S L o
. ru. O S

t

Koenig: Well there would be, agam the tax rates you d apply to it; but there ls not a lot of -

) capltal so there is not e:ther a Iot of mterest expense or DD&A that you'd adjust toit, so’

-

1
take 70 percent of it. o . i '
Andre Meade: OK. OK. Thanks. §

v - g

e a U ) &

Jeff Skllllng I think we'll take just one more questlon ’ !
3
a:._r' * ‘e

.

e

Operator: Thank you, sir. Our last questlon today ‘will come: trom Wllllam Maze with Bank of

.,(

Amerlca

William Maze: Yes_. good afternoon folks.-Cah,you hear m

*
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Joff Skilling: Yes. . - ' S :

P

William Maze:'0l§, gre_at.l Just a follow-up on the previous question on the asset and investment.
. . & .'

S - il - W
I'm wondering ifyou could give us a breakdown'ofhoxmuch was actually asset sales

- ,‘_j. 4+ . i i . . N .
versus the increase in value of your merchant energy operations, and what are the variablés

that go into the inc’re'_alse or "decre_ase in value of the energy r_nercha_nt?

Skilling: OK. The numbers -arew,-,it's aboqt'one-thlrd_ 'oftl;e tot_al was aninorea'se in value,
WO-thirds was from sale of a'ssetsi' And, basical'ly what's'dohe we have ass'ets ther'é - the
assets in the merchant portfolic are heav:ly onented :oward energy assets pnmanly natural gas

assets asit turns out And what we do is we just recognize the value of those on'the balance

o

sheet and fori income purposes, based on what the pnces are for those if they rea securrty or

i " - *

if they're an equrty. just recognize based on what the quarter end marketplace vdlues are.

. : .« : . &
e - . 1 S
. . ‘ _ k AR

%
- William Maze: OK, great And then just lastly, on Portland General theres obvrously an

!
increase in actlvrty there year-over-year and I was wondenng if you can just comment on that?

K e

L . - . &3

-y

B
‘

William Maze: On the revenue and the gross margm Irne ;

g
&

o
.

; i
- _vo., : Loed
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Koenig: They had an excellent year in the pure regulated busmess and they've handled very well .

the volatile pnces and earmngs opportumtles m some of thetr wholesale bustness butits a very

LI

-

solid year for Portland General

William Maze: Ok, great. Thanks, and we look fonvard to seeing you. . _
) . ) . i * o "—d' B 4'- o A
Skilling: Ok, great, with that | thmkwe I ctose rtout we sire: appreclate everybody calhng in. Agarn

£ 2

to summanze just absolutely, outstanding year outstandmg quarter for the company. And as we

B . &

look fomard tothe year 2001 the enwronment and our posmon |n that env:ronment Iook great So

were feeling very good about thmgs nght now. So thank you very much Sy

T
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Operator: This concludes today's conference call. Thank you, everyone, fqrjoihing us.
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